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Nature of the Proceeding: In this docket, USWC hay filed 3 wrifTin which it
proposes 10 terminate its Centrex Plus service for mew cmtomm allow continuing serviee w
e:usung Centrex Plus customers within specified hmmnons. and terminate all Cenrrex Plus
service inthe yeu 2008, the year in which the last of ity existing Company-wide Cenrrex Plus
contracts expires. The Comumission suspended the proposed wriff amendment pursuant 1o RCW
80.04.130 and instituted a ptoceeding in which the Compeny could demonstrate that the propasal
is fair, just, reasonable and sufficieat pursvant ts RCW 8036.080. The Cornpany chellenged this
decision in Superior Court; the court remanded the matter to the Commission t'ot conclusion of
the proceeding, indicaring that the matter was not ripe for its decision.’

Commission: The Commission rules that the Company mey not withdraw
Centrex Plus, s it requesred, in the absence of suitable tariffed alternatives availsble for
consumers and resellers.

Appearences: Lisa A. Andell, attomey, Seaxle, represented respopdent U S
WEST Comumunications, Inc. Shannon Smith, Assistant Atorney General, Olympis, represented
Commnission Suff. Roselyn Marcus, Special Assistant Atorney General, Cerlisle, Pennsylvanie,
represented the Washington State Depanment of Information Services (DIS). The following
attorneys represented Intervenors in the proceeding: Shared Communicstions Services, by
Elizabeth Thomas, Sesttle, and Beth-Karan Kaye, Portland, Oregon; Metronet Seqvice
Corporation (“Metronet™) and MCI Telecommunications Company (“MCI™), by Brooks H.
Harlow, Seattle; AT&T Communications of the Pacific Northwest, Inc., by Gregory J. Kopta and

'Inter alla, ¥ would sllow existing cusomers o increase the pumber of {[nes served for specified reasens
and within specified limimsions. It would also allow custemers 16 terminare the service withaut the paymen: of
penalties that might be provided for in contracis for the service.

e Comminsian subsequently ruled that the statutory suspension pariod was tolicd daring the tme the

fatter was underzoing review ln superior court. In Sighe of the timing of thls decision, with the order enierad belore
the expiration of the original suspension pariod, U ruling does not affect the proceeding.
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Alzn G. Waldbsum, Seettle; Frontier Telemanagement, Inc. (‘FIT), by Sarzh Siegler b{liller,
Pontand, Oregon, and Michael J. Shortley IIT, Rocbester, N.Y.; MFS Intelenet ?{ ‘Washington,
Inc., by Douglas G. Bonner and Morton J. Posner, Washingtan D.C, and Public Coumse], by
Robert Manifold, Assistant Arcomey General, Scattle? ..

L BACKGROUND AND INTRODUCTION'

Centrex Plus is a service that uses individual tclephone lines 10 serve instruments
for the benefit of relatively large, oftcn commercial, customers. Esch instrumentyequires a line.
The sexvice is an alternative 10 a PBX, of private branch exchange, in which trunk lines serve o
small local switch. gnd the switch or branch exchange in tum serves the instruments. Becsuse all
the extension linies are not used at the same time, 8 single trunk can serve 2 number of '
insrruments. Centrex Plus is the lutest in & long series of similar services, defmed by the speeific
functions offered, with names including Centrex, Centrafiex, and Centron. Prior servites have
been terminated, often allowing existing eustomiers to continue the service, upan the offer of a
new or replecement service. In this proceeding, the Comnpany has offered no replacement service
but states that a replacement is under development. '

The Campany developed Centex a3 a means to satisfy its largest qustomners’
needs in competifion with altemative services such 2s PBX systems. Because the lasgeast
customers could secure aliematives at a Jow per-line, per-location cost, the rate structure of
Cenirex also offered those advantages. :

In Docket No. U-86-86, the Cormrmistion approved the Company's request to
elassify the Centrex packege of features as competitive.? In conjunction with the Centrex
competitive features, the Company proposed to offer two monapoly or “bottleneck™services: the
network accegs connection, of NAC, and the network access regiscer or NARS. The Commission
granted the Company's request for competitive classification of the intercom sbiliry and the
identificd Centrex features but instrucied the Company in the order approving competitive
classification that:

}Public Cenomar] did not pacticipars in the proceeding during the haaring or pos-hessing saiges.
‘A somewha exsended inroduction will pravide coniext for our drelaion.

'Only the Centrax feature package and intercom calling ability were approved for competitive
1 clustfication.

*The NAC is the equivalent of the local loop of fine and provides ascess 10 the network. [¢ includes the
terminmtion, or cotevection 10 Y gwitth; the drop, 0¢ connection T the custommer premises; and tha loop, or poir of
wires connecting twm. The NAR is the Nenwork Access Register and operates to reserict of enabie tha lineg ina
Proportion salscted by the customer to mimnic the abliitics of PBX gunks, The NAC plus a NAR ix equivaient to
single line service. . :
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: The Commaission has some concern that in & comperitive
exa, the Comnission peeds to be sure that the company is not
discriminating by mesns of its monopaly over basic transmission,
The Conunission anticipates that the aompnyvnnnotpshge
1ogether monopoly trensmission services with conrpetitive options.
The Commission would prefer 10 see the company moving i the
direetion of unbundling monopoly and competitive elements as
auch as possible.” ° . :

ltwudwmmtmedms. mdmﬂhndmwbnqmmpmwedmgsmuhe
Commizsion was gpproving the coupstitive classification anly of the Centrex fearures® and not
of the NAC and NAR elements. The Company did, however, package monopoly transmiasion
services with competitive elements, :

The Commission next considered related issues in the “Centrex le" cazes,
Docket Nos. UT-911488, g1 3], In its order dated November 1§, 1993, the Cornmission observed
that the Company’s Centrex Plus proposal increased rather than decressed the bundling; noted
that the Company”’s stated purpose in making its filing was, in exsence, 1o price equivalent
services equivalently: end stated the following in rejecting the Campany”s proposal:

We ruic that the Corupany . . . must tariff the monopely
botleneck service. * * ¢ It must provide cost support data for its
tariff and its price list components parallel with its price support |,
for comparsbic services in the business and private line tariffs.

We order the Company to begin true unbundling of its ¢
Centrex setvice. In parrieulay, it must tariff the Centrex station fine
NAC as a bottleneck monopoly clament, and it should reduce the
bundling of clements o a minimum consistent with prudent
enginecring prineiples for minimum quality of service.

In the filing considered in that proceeding, the Company pmposed fo trestrict the
service — ie., to withdraw the service from customers having two to twenty lines, an action with
significant pamllels to the present proposal. In refusing the request, the Commumn smeed:

The Company’s pmposcd Centrext Plus price lisc wcnldmmd
Centrex Plus against services to customers having fower than 20 lines at &
single premisz. Intervenors point out that this will severely megtrict
opportunities for resale among small business customers. It would ber

Faurth Supplemental Ozder. In e Pasifis Noxthwent Bell, Dacket Nos. u-:o 34. aral (Apdil, 1987, pege
15). Sre algp, Docket No. U-88-2186-P, [ 1z Contel of the Nochweyt, Inc, Des., 19

1544, 9.5, Fourth Supplementa! Order, Docket Nos, UT-91 1418, galp. 8andp L.
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smaller customers from the sarvice, and would severely restrict résale.
without reclassifiestion 1o redefine tha markel, snd wnhom:hmna
whather that would affect the competitive view of the mirket forthe
BETVICES. ;

Under the law, USWC may discriminate amang customers
in a competitive market. But it may not, after elassifiextion, '
without specific Carmpnission approval, usc activity in a broadly
defincd market to sccurc competitive service classifiention, then
scgmcntmemuimmswpmvied\ommdmhmlly :
eliminatc 8 noncompetitive or less competitive segment from the
scrvice. [f the corapany pereeives that it has a eaptive castomer ‘
basz among smaller customers for its wriffcd business linc
services, !hen m:laaxﬁwxon nuylx proper m

sopsequences, [Emphasis added.]

In its compliance filing in UT-911488, et al., the company did not completely
unbundie the service required 1o provide Centrex. The Commission approved the filing,” satisfied
that it moved in the direction that the Commission had ordered.

In the recent tate case, Docket No. UT-950200, the Company propased an
increase to smaller eustomers but did not take further steps toward wue unbundling of the
elements of its Centrex services until the Commission directed it to do $0." In the Fifteemh
Supplementa! Order, the Cammission said:

The Commission accepts Meronet's arpument that it is
high time for the Cornmission 1o order the Company to take the
steps it encouraged the Company o take in the Centrex Plus
compliance filing order. The order and its predecesser were clear !
in their terms and in theirimport. The Commission accepreda
filing that fell short of perfeetion but enjoyed subitantial
agrecment among most paties — excluding Mctronet — and
because it was & siop in the dircction ordered by the Comunissian.

"Metronet sought Judicial review of the Cammission's approval of the teampliance mrifl,

'“The cited ceses 3130 Addressed SDpropriate rales, repeatadly smiing the Commission’s mmmm dw
Company eharge equm!mt rases for equivalent services.
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Now in this filing the Compsrry has proposed meagures that wuﬁd
regress from the imperfect yangements pow in effect.

The Company shall fils wriffs effectizg the anbundling of
the Centrex ¢lements, pricing the highest Centrex Plus station line
stthnpnvmlchACmc.mdmovem-mmlmm .
requivernent. Doing 20 is consistent not only with both of the
Centrex Plus orders ¢ited above but also with the federal
requiremnem requiring resale and unbundling, [Footnotes omined ]

Cam;uny {iled simultaneously in all of its jurisdictions for mhonty 1o
withdraw Cemtrex scrvices." Its advice letter in this jurisdiction, Advice No. 2740T cites
pricing anomalies as the reason for secking withdrawal.

1. IS THE COMMJSSYON PRECLUDED AS A MATTER OF LAW FROM
INTERFERING WITH THE COMPANY'S PROPOSED -
WITHDRAWAL OF CENTREX SERVICES?

USWC’s principal argument is that the Commission is precluded as a maner of
law from suspending its 1eyiff or interfering with its withdrawal of the service.

The Company contends that RCW 80.04.130' allows the Commission to suspend
only those tariffs that by their ietms specifically “change™ or incrense tates. It eontends that
withdrawal of a tariff cammot be considered a change to 2n existing rate or charge.

*"The flling ocourred an February S, 1996, afar Congress passed the Telecommumications Act of 1996 and
before President Clinten signed it The Act, inigr gllp, requires incemben tocal exchenge cornpanies to make
acrvices gvailable for resale and cedes 10 the Stass e @ecision of whuther to sliow withdmwal efsemm. The At
is Pubflo Law No, 104-104, 110 Sit. S6, codified azd7 US,C. Sec. 131 eraxg. (1996), udwmbcmkrndmin
shis order simply as “the Telccom AcL™

""The sate resds as Riiowy '
80.64.138 &lpus-u of 2arifT chaage—Mandstuty Swasured mmm-

Wathiagton telephons sasistance prageam wrvice. (l)MtuynM:mk:mw‘dullﬁh
whh the commisgion awy schodule, classification, Tuie 0¢ reguiation. g offact of which s © chupgx any
. charge. reual or mll tentafors charged, w cangaission shall have power, slther ypon ks:own
moton or ypon compliing, wpon sutce. nmvwamtmhgmhmumw
the reasamblonsss and justmes sharcol, and panding such bagring A the deeision grercon the
commission may suspend the oparaunn ef such iz, charge, rennl of 181l for & peviod not cxeeding wn
months from the e o Srme would oOMrwise g0 inw affect. and afer a Adl Mearing the cormmlission
may make suck order in Peference trerer &3 would be provided i u hearing lakiated lbrmnhehud
become sfsctive. @ ® »

(Emphasis added)
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Commission Staff responds that the proposed wrifl would increase the rates
customers would pay for the e level of service contained in Cetrex Plus, thit small 10
medium customners eould find no reasonable alteruative, and that similer services are noteven
theoretically available Som altcrmative providers in all parts of USWC service tgmmy

The Commission detarmines that the proposal would indeed have the “effect” of
changing the rates and charges for service, in that its consequence is that customers will oo
longer be able to recetve the serviee at the existing rate. The company’s reading af the statute
would eliminate the “cffcet™ langusge and leave the Commissian without powet to address
proposals that, as thig, do not by their 1enmns irmpose a change but do so indirectly. That.the
change might not occuy for some customers until the year 2005 is 2 matter of trning. The
Company hes 0o tltcmative service svailable now at the same rate and the mere possibility that
such a service may be developed st some uncenain rite level does 1ot prevent 113 current
proposal from being a change in rates ot charges based on cunremniy-available scrvice.

1t is also spperent that the Company's proposal would hsve the eﬂ’ect of
increasing rates for cusemers — particularly for smaller customers — fiow using Centrex Plus for
whom, under the proposed withdmwal, the Company provides no equally i m:xpenxwa altemnative
serviee.

The Company acknowledges that WAC 480-80-320 requires wariffed service 1o be
withdrawn by a mriff filing, but argucs that the regulation only requires the compeny to file a
wriff to withdzw a tariffed service. Ths Corpeny's implicit contention: is that the Commission
has no authoriry to suspend or act upon a wariff filed under a rule unless the power to act vpon it
is specifically stated in the regulation. We reject that view. RCW 80.04.130 empowers the
Commission to a5t in every instance when a tarifT is filed that meets the ¢rireria of the law."

Competitive nxture of the service. USWC urgues that Centrex Plusis 2
sompetitive service, and that the contested tariffs are in place only to implement 4 competitive
offering.

USWC wges that “Ceauex™ is deﬁned by the features, not the botileneck
services, und that because the Company has the power 10 withdraw a competmvc setvice, it may
withdraw all associsted setvices, tariffed or not. The Commission rejects that argument. Itis
clear that the NAC and NAR clements are indeed triffed, and the 1asiff standard gpplies to them
jrrespective of the nature of associated services, We have detsiled sbove our expectations, our
dircctions, and our orders that the Company unbundte the clements of Centrex setvice.
Unbundling means that the elements are not bound tnpther and that they are consequendy
avgilable separately. This is consistent with the requirements of federal law rcgaxdmg
unbundiing and resale.

Ysex Mclean Truskine v, United Stoees, 346 Fed.Supp. 349 (Nofth Carolina), affd 409.US, 1121, 35
L.E4.2d 255, 93 5.Ct. 937 (1972). o

FEB 26 '97 B3:58 _ 3192987981 PAGE. 87
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USWC argues that the features have been found competitive — altematives are
availablc; that Centrex bas Jezs than 1$% market share; wnd that Dr. Zepp tesdfied unequivoeally
in the mafe case that USWC ought 10 be aliowed 16 withdeaw Centrex.™ The Comarission
acknowledges thar the Centrex features and inereom ability are classified sy competitive, but
that does not answer amy relcvant question that is posed 10 us. We observe that the eompetitive
matket has changed substantially since the Conunission decided the competitive classificstion
issues in Cause No. U-86-86 and reaffirmed itin Dacket No. UT-911488. Theimasket for
USWC's segvice aceording 1o this record includes resellers and porential reselless o a greater
degree. Federa! law has chenged substantially since we catered those orders, and we are now
subject to provisions of the Telecor Act and relsted regulations. The fact thar & service is
classificd a8 competitive does 1ot megn that its withdrawal may not be enticompedtive. And we
have already indieated, in the Order in Docket No. UT-911488, that we hsve the powerw
examine proposed withdrawal of competitive services, to determine whether it would have
impermissible effects.

USWC ergues that there {8 no rational basis for other parties® desire that USWC
offer a replacement before the Comymiasion approves withdrawa), and thar USWC has no
information that the Cormamission has ever dope the ssme thing any other ime. We observe that
we are unaware of any cxactly comparable sitnation. We find that anticompetitive concerns are
a rational basis for other parnties’ arguments and we rule that we do have the power te suspend
this proposed tarniff and 1o Tgject it upon a proper record.

HI. IS THE PROPOSED WITHDRAWAL FAIR, JUST,
REASONABLE AND SUFFICIENT?

USWC contends in support of its withdrawal proposal that it is justified because
the scrvice has become obsalete and because availability of the service for resale results in what
it calls “uneconomic arbitrage.™ It urges that the unbundled elements are priced mappropmlely -
- under cost - and that they should not be separately availgble.

Obsolescence. The Company’s. argument that the service has becone obsoleze
has no credible, objective suppori in the record, The Compeny acknowledged that demand for
e sefvice continues Righ and tRaf it has experienced significant — over 300% in three years =
growth jn sales, but contends that nonetheless that it is obsdlete, Ita deseriptions of absolcscence
arc general in nanure and aze niot convineing; it contends that growth in saics results largely from
conversions 1o Centrex Plus by customers who had previously used other, now withdrawn and
replaced, Centrex scrvices and were mere conversions, not Atw customers.

“Dr. Zepp® 8 ruze cxsa estimony s not befare us and did not address Bha specific proposal tat the company
has made in tw cantexz af this pmeedln; )

FEB @6 'S7 10:08 3192987901 PAGE. B8
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Tt appears to the Cormmission that, either way, a large and increasing number of
cusiomets are finding that Centrex Plus service meets their needs. The Company has not
mppomdmcmmﬂmllmﬂ:emoeu obsolete, Neither has the Compmymefonmd
with a proposed replscement service that is not “obsolete™,

Uneconomic arbitrage. The Company contends that av:ilabili:ty of the service
under new resale requirements will result in “umeconemic arbitrage™. Specific cost information
was 10! offered into this record.

Commission Staff argues that USWC failed 10 prove its clsim of uneconomic
arbitrage. Staff conrends that alleged revesue Josses do not prove uneconomic arbitrage and that
there is no evidence of any effect on net revenues or net income. Staff also contends that the
Company's revenue projections don't consider growth in services. Finally, the Commission ]
Staff argues that Contrex resale is not unecenomic in a “valuevgdded™ sense because resellers do
bnng addcd value.

The Comumission observes that, if the setvice is mppropmu:ly pnced ag the
Company coatends, the appropriate response is 1o change the pricing. We encourage the
Company 10 do 0. The evidence is not sufficient on this recard to dzaw reliable conclusions
about pricing, the revenue consequences to the Company of various scenarios, ot the effecton
income of various gross revenue levels.

Ifa letvuc: isnot fecovering its costs o Is otherwise msppmpnntqu priced, the
a.pproprutc response 13 to reprice the service elements. This simple suggestion has been adopted
in other jurisdictions addressing Centrex Plus withdrawal. The Comenission has repcatedly
encouraged the Company 10 adjust the pfices of its Ceatrex elements so that, across its services,
equivalent services arc priced equivalently. Doing 20 will reduce or ehmmme the.opportunity for
uneconormic arbitrage and the matter will be resolved.

Conclusion. There is insufficient evidence in this record for the Comumission to
find that the change in rates ar charges to existing o potential future customers that would result
from withdrawa! of the service would be fair, just. rehsonable er snfficient.

FEB @86 '97 10:00 3152987901 PAGE. B9
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IV. DOES THE FROFOSED WITHDRAWAL HARM COMPETITION
OR HINDER THE DEVELOPMENT OF COMPETITION?

Intcrvenors and Commission Suﬂm that the proposed Centrex Plus
withdrawal will harm competitors xnd impermissibly imerfers with the development of
competition. Policies of both stgte and federsl law motezha development of corapetition,'*
and provitions in the Telecom Act require states t0 pevmxmcmpetmve resulte. V¢

Commission Staff argucy that stare, federsl and Commission policiu favor resale
and that the Company has been ardered 10 unbéndle elements — and ig withdrswing it 80 it won't
have 10 unbundle. Staff and Intervenots contend that the proposal is anticompetitive and
designed 10 disadvaniage competitors, which they say is shown by the lack of a replacement
product. They argue that resellers would have no comparable product tosell. -

' Intervenors argue that there is no effective or price-constraining coig{cﬁtionin
local markets and this proposed withdrmwal would make such competition more difficult vo
achieve and that same customers would have no comparable alternative st all.

The Company responds that there is no evidence that Cenmex resalé is essential
for comperition. It notcs that AT&T does not resell Centrex and bas no plans 10 4o so; that MCl
does not resell Centrex and has no known plans to do so; that Metronet offered no evidence
about the effect of this proposal on its opetarions: that MFS does resell but did not guantify any
harm from the proposal — and that it has its own facilities, in any event; that FT1 presented no
evidence of harm, or the extent of fts operations or use of Centrex in resale, and admitred it has
other options; that SCS resells but presented no evidence about the number of custémers that it
serves and that it has facilities that could provide Centrex and does not contend t}m Centrex is
its only optien for providing sarvice.

The %msﬂou believes that the proper question i3 not. whm Centtrex Plus i is

essential for competmm. but whether the withdrawal would operate inan anucompmuve
manner. Here, the Evidence indicates that it would."”

¥See, The Telecommunications Act of 1996, Public Law No. 104-104, 110 Stat. 56,
codified 8t 47 U.S.C. § 151 e15¢0. (1966) ("the Telecom Act™; RCW 80.36.300, g1 gen.

"“Seg. Sections 251(cX4) and 251(b)X1) of the Telecomn Act and Paragraph 968 of the
FCC's First Report and Order, CC Docket Nos. 96-98 and 95-185.

"“The svidence — including the timing of the requsst, an intersal memorsndum, and publicly quoted
smtements by Company representatives — also indicates tut snlicompetitive motives led o the propesal.
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Dr. Zepp" and Mr. Raines both discussed and demnonstrated the anticompetitive
nature of the proposal, which has the potential 1o eliminate resellers and reduce consumer choice.
It has been noted, as Ms. Baird and Mr. Raines both testified, th: competitive local exchangs
companies do not opezate in significant portions of the State. The ficts we find are that the
Centrex Plus service s poputar; thar growth reflects mmmumgdmnd.pxmcnlady amomg
smal! businesses; that no anslogous product is now offered by another provider within USWC’s
territory; that no other praviders, singly or in cambinrion, have the current ability to offer a
replacement service throughout USWC’s tesritory; that withdraws] would leave some
tclccommuinications providers without eny comparable option for serving customers, egpecially
small customers, and that withdrawal would |eave all resellers without the abihry to offera
popular package as one option 1o their customers.

Conclusion. The Commission concludes, baged upon the record in this
proceeding, that withdrawal of the Centrex Plus paskage, including both the eriffed elements
and the elements classified as competitive, would result in inerensed rates and  charges that have
not been shown to be fair, just, reasonable, or sufficient; would be anticompetitive in effect;
would tend 10 destroy or inhibit campenuon. would violate the policies of both state and federal
law; and would be contmary to the public interest. Withowt an appropriate replacement producr,
withdrawal of this product at this time will have a subsumtial adverse effest upan both resellers
and consumers and upon competition.

V. EFFECT OF PROPOSED RESTRICTIONS

If the proposal is appraved, arc the proposed restrictions for existing customers on
growth and resale sufficient? Washington's Department of Information Setvices states that the
proposal would adversely affect its operations and asks that the Commission disagiprove the
proposal uniess all linuitations on service 1o existing cusiomers are removed. It cantends that the
proposed testrictions are vague, and aygues that the State woyld be forced t0 use n’;on: expensive
altematives if the proposal is approved. Resellers argue that the proposed restictions would
prevent them fromn expanding their offeripgs, from meeting needs of present cw.ome:s. and from
SETVINE new Customers.

If we were to find withdrawal permissible, we would review interim provitions
closely 10 determine the need for changes {n those provisions. We see no need o do $o in light
of our decision. ,

*The company trged that Dr. Zepp's witimony is impeached by his smeomentt in the Ccmpw '3 prioe rate
engz. D, hpp'smmmnmulemnmhmmumpmmmmwmm:nd
there was thys Ro rcferens orapprepnn cootext for the trczimony.
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CONCLUSION |

. Inconchusion, the Cormmission rejeces the Company”s propossl 10 withdraw its
Cemrex Pius servics snd to allow exigting customers *grandparent” status il the yesr 2003.
Weﬂnd&ntmmpom:cuwm%-Mvc that it would heve te effect of
changing and increasing customers' rates &nd charges for compaxable service and depriving
mammmofmmmbkmm.mmm@%-tmm
_result in rates and charges that are fair, just, M@L We tmd that the service is
Dot obsolete and that “umeconomic arbjyage” CaRnot b found on this record #s support for
‘Withdrawal. We encourage the Company to adjust its Centrex Plus packsge and telared tariff
rates and charges if it believes that the service is not economical at its curent zates and prices
We find that the Company s withdrawal proposal is inconsistent with the public inita mtunamdmat

it would result in service that is inadequate to meet the aeeds of existing and potcntxal customers
and insufficicat 1o meet the needs of substantal numbers of customess for service. -

We secept the Commission Smﬂ potiricn that withdrawal may be npprupmte
when the Company makes comparable services availabie.

We are not required to, a4 do not, decide whether the proposed conditions for
continuing service after withdrawal are adequate. Neither do we, nor are we required to, decide
that anv withdrawal of the sexvice would be improper that inconveniences some customers, that
results in some increesed ehayyes for some curomers, that inconveniences same resellers, or that
leaves some customers or potential customers in relatively remote sveas without kmmediate
comparable replacement service. We will defer those decisions to another day, anothcr
proceeding, and another record.

Based on the entire record in this matter and ypon the sbove ﬁndingﬁ of fact, the
Commission hereby malkes and enters the following ultimate findings of fact. The findings of
specific fact made above are incorporated into the following ultiznate facts by this reference,

FINDINGS OF FACT

1. The Company on February S, 1996, filed with the Washingron Utjlities and
Transporustion Commission a proposed tarifl change to withdraw its Centrex Plus end related
services, offering existing customers the opportunity tq continue receiving service until the year
2005.

: 2. The Conunision suspended the proposed tariff chenge on. Febnuiy 23, 1996,
and ordered that an investigation be conducted into the proposal.

\}

3. The Company sought judicial reviaw of the suspension decision. The Court
temanded the matter to the Commission after 63 days had elepsed. The Commission vuled that
the starutoty suspension period was tolied during the period of judieial seview.

FEB 86 '97 18:92 ¥ :
3192987991 PAGE. 12
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4. Centrex Plus is 8 service that uses individual telepbone lines 10 provide service
companable 10 service which is provided via the attemative teckmology of tnmk lines serving via

s private Inanch exchange or PBX. The Commission classifred Camrex Plus switthing feanmres
and intercom ability as & competitive servico in Docket No. U-86-86 and reaffirmied that

classification in Dacket No. UT-911488.

5. The Compaty’s proposed tmﬁ'cbmge would have the effect of changing and
jncreasing Tates gnd charges for cugtemeans now receiving Centrex Plug servics and fnrpotezmal
customers of that service.

6. Unless the Company offezs an lppsuprm: alternative service, \vhcﬂzr as
totally sepamte unbundled elements or as scperately tariffed elements dexigned 1o form past of a
Cenrrex-style packsge, withdrawal of the service will Adversely affect existing and porential .
future consumers and exifting and potentisl forure resellers, and will operate 10 mducs er inhibit
competition,

7. No direct, objective evidence sﬁppo:ts the Company’s contention that Centrex
Plus service is obsalete. Based upon direct evxdcn:c. including sutements of customers and
sttistics regarding custerner growth, the service is not obsalete.

8. No direct, credible evidence supponts the Ccmpmy $ contentinn that
continuing to offer Centrex Plus would result in wieconomic arbitrage. The Com;mny is free to
scek repricing if it believes the praduct to be inappropristely priced.

9. Withdrawal of the scrvice would substantially restrict resellers' ability to meet
consumers' needs. The proposal would eliminate reseflers, would reduce consumer shoice,
would restrict resellers’ ability 1o serve consumer necds and would enable USWC to maintain 2
greater market sbare than if USWC were required 1o continus offering Centrex Plus,

10. The availability of suitable replacement services could meer qm.smntr and
competitive needs and reader withdraws! permissible. :

CONCLUSIONS OF LAW

1. The Washington Utilities and Transportation Commissios has jurisdiction over
the proposal and the parties o this proceeding.

2. The Commission has the lawful authority to suspend and to reject the proposed
withdrawal. .

3. Withdrawal of the Centrex Plus setvice would not be consisient with the public
interest and would result in rates that are not fair, just, reasonable, or sufficieat.

FEB @6 '97 1@2:@2 .
3192387501 PAGE. 13




—

SENT BY:DAVIS WRIGHT TREMAINE @ 2- 5-37 : ©°20PM - ONT BOISE>  ____ 913192987008:*14/14

DOCKET NO. UT- 880126 : PAGE 13

4. Withdrawal of the Cenzrex Plus service would be amicompetitive. It would
hmn existing competition 454 hinder the development of competition, in the abschce of
appropriate replacement elements.

S. All motions cansistent with this decision are approved; ﬂ:oxmt
herewith are rejected.
ORDER

The Commission orders that the unﬁ'ﬁhngmuhbyus WEST
Communications, Inc., on February 5. 1696 for effect on March &, 1996, is turebyrejectod

. DATED at Olympia, Washington and effeclive this 4 ¥ day of
December 1898.

WASHINGTON UTILITIES AND TRANSPORTATION QOMM!SSION
SHARON L NEL§N Ghamnan
kmmmer
WtLLIAM GILUB Cuﬂvhhlhner
NOTICE TO PARTIES:

This is 2 Ninal erder of the Cornmission. Ia addition 1o judicial review, administrative rulief
may be available through a petition for reconsideration, filed within 10 days of the service of
this srder pursuant to RCW 34.05470 and WAC 480-03-810, or s petition for rehenring
pursuast to RCW 80.04.200 or RCW 81.04.200 and WAC 480-05-820(1). '

FEB 86 '97 10:93 oy o Sl
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Public Service Commission of Wisconsin

Chery! L. Parrino, Chairman Jacqueline K. Reynolds, Exccutive Assistant
Daniel J. Eastman, Commissioner Lynda L. Dorr, Secretary to the Commission
Joseph P. Mettner, Commissioner Steven M. Schur, Chief Counsel

M. Don Miller

TDS Telecom, Inc.

301 South Westfield Road
P.O. Box 5158

Madison, WI 53705-0158

Re: Investigation of Tariff Provisions Affecting 05-TI-143 ~
Resale of CENTREX Services and CENTREX-like Services ’

Dear Mr. Miller:

At its open meeting on November 7, 1996, the Commission determined that several
provisions of the CENTREX service tariffs filed by TDS Telecom, Inc., (TDS) affiliates
contain unreasonable restrictions on resale. As such they are contrary to both s.
196.219(3)(j), Wis. Stats., and 47 U.S.C. § 251(b)(1). Specifically, the Commission found
that the elimination of the ability to aggregate discounts over multiple customer locatjons
unreasonably restricts resale of CENTREX service. The Commission does not object to the
replacement of individual contract aythority with a standard tariff, or to grandparenting of
existing contracts, but those grandparented prices must be made available to any reseller
serving a customer eligible for such grandparented prices.

These tariff filings are hereby rejected, and will not be placed on file. The various TDS
affiliates may refile these tariffs, at their own initiative, provided the umreasonable
testrictions are removed or changed, This letter order is issued under the Commission's
jurisdiction in ss. 196.02, 196.26, 196.28, 196.219, 196.39, 196.395, Stats., other
provisions of chs, 196 and 227, Stats,, as may be pertinent hereto and the provisions of
47 U.S.C., § 251, as applied by the Commission under its jurisdiction and discretion in
ch. 196, Stats.

610 North Whitney Way, P.O. Box 7854, Madison, WI 537077854
General: (608) 266-5481  Fax: (608) 266-3957 'TTY: (608) 267-1479
Home Page: http://badper.state.wi.us/agencles/psc/
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If you have any questions on this matter, please contact Peter R. Jahn of the Commission
staff at (608) 267-2338.

By the Commission.

Signed this Zf’ day of facem lud/9F

P O3
Lynda orT

Secrerary to the Commission
LLD:PRIJ:reb:g:\tele\ss\lorder\centrex.tds

cc:  Records Management, PSCW
Service List of docket 05-T1-143

See attached Notice of Appeal Rights
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Docket 05-TI-143

tice of igh

Notice is hereby given that a person aggrieved by the foregoing
decision has the right to file a petition for judicial review as
provided in s, 227.53, Stats. The petition must be filed within
30 days after the date of mailing of this decision. That date is
shown on the first page. If there is no date on the first page,
the date of mailing is shown immediately above the signature
line. The Public Service Commission of Wisconsin must be
named as respondent in the petition for judicial review.

Notice is further given that, if the foregoing decision is an
order following a proceeding which is a contested case as
defined in 8. 227.01(3), Stats., 8 person aggrieved by the order
has the further right to file one petition for rehearing as .
provided in s, 227.49, Stats. The petition must be filed within
20 days of the date of mailing of this decision.

If this decision is an order afier rehearing, a person aggrieved
who wishes to appeal must seek judicial review rather than
rehearing. A second petition for rebearing is not an option.

This general notice is for the purpose of ensuring compliance
with s. 227.48(2), Suats., and does not constitute a conclusion
or admission that any particular party or person is necessarily
aggrieved or that any particular decision or order is final or
judicially reviewable,

Revised 4/22/91







PUBLIC SERVICE COMMISSION OF WISCONSIN
Memorandum

November 5, 1996
FOR COMMISSION AGENDA
TO: The Commission
Dol
FROM: Scot Cullen, Administrator -
Peter Jahn, Communications Rate Analyst
Telecommunications Division
RE: Investigation of Tariff Provisions Affecting 05-TI-143
Resale of CENTREX Services and CENTREX-like Services

Suggested Minute: The Commission rejected several provisions of tariffs filed by Wisconsin
Bell, Inc. (dba Ameritech Wisconsin), and various local exchange companies
operaied by Telephone and Data Systems, Inc. (TDS), on the grounds that the
iariffs were anti-competitive and unreasonably restricted resale of CENTREX
services.

Background

In spring 1994, several resellers requested that the Commission approve CENTREX
and CENTREX-like services (CENTREX) for resale under s. 196.01(9), Stats. On

December 7, 1994,.the Commission issued a letter order authorizing CENTREX for resale,

and directing local exchange carriers to remove all tariff provisions preventing such resale.

Following requests for reconsideration, requests for rehearing and court challenges, the

Commission held hearings on the matter on February 26-28, 1996. On July 16, 1996, the

Commission issued its Final Order in docket 05-TI-137, titled "Investigation of the

Authorization of CENTREX and CENTREX-like Services for Resale." That order

reconfirmed that CENTREX services must be made available for resale, and ordered all local

exchange carriers to remove tariff provisions that restricted the resale of CENTREX




services. In the order, the Commission also -expressed concern about indications that

. individual contracting authority for CENTREX services might have been abused. A major
rationale for authoﬁzing CENTREX resale was to allow market forces to bring discipline to
the CENTREX market, thereby preventing such abuses in the future.

On July 16, 1996. the deadline for removing resale restrictions from tariffs, TDS
filed revised CENTREX tariffs for all 14 of its local exchange carriers (LECs) in Wisconsin.
On July 24, 1996, Wisconsin Bell, Inc. (henceforth "Ameritech") filed tariffs modifying the
rates, terms and conditions affecting CENTREX service. Staff held meetings with
representatives of both companies to discuss staff’s concerns about those tariffs.

On August 1, 1996, the Commission issued a Notice of Investigation in this docket.
On September 13, 1996, the Commission issued a Request for Comments, listing the issues
raised by these tariff filings, including whether the tariffs unreasonably restricted resale of
CENTREX service. Initial comments were due October 4, 1996, and were filed by
Ameritech, TDS, the Wisconsin State Telephone Association, Frontier Communications of
Wisconsin, McLeod Telemanagement, Inc., the Telecommunications Resellers Association,
AT&T Communications of Wisconsin, Inc., and Global Telecom. Reply comments were due
on October 18, 1996, and were filed by Ameritech, TDS Telecom, the Wisconsin State
Telephone Association, Frontier Communications of Wisconsin, McLeod Telemanagement,

Inc., and GTE North Incorporated.

The TDS Tariff Provisions

The proposed tariff from TDS includes three major changes. TDS proposes
eliminating individual contracting authority for CENTREX service and replacing contracts
with a standard set of prices. The tariffs would eliminate customer ability to aggregate lines
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at multiple locations to qualify for usage discounts. Previously, customers with lines at
several different locations would be eligible for a discount based on the total number of lines;
now the discount is based solely on the nuxﬁbcr of lines at each individual location. Finally,
since the proposed tariff would do away with individual contracts for CENTREX service,
TDS proposes reducing rates for all custcmmers with individual contracts priced above the new
tariffed rates. Customers with contracts at rates below the tariffed rates would retain their
existing rates for the duration of the contract. This "grandparenting" of customers also raises
questions. All of these provisions apply to both retail and reseller customers, except that,

since TDS has not previously allowed CENTREX resale, no resellers are grandparented.

The Ameritech Tariff Provisions

The Ameritech tariffs make several changes. First, the Ameritech tariff used to allow
customers to combine all their lines (in an exchange) into a single CENTREX common
block'. The new tariff requires a separate CENTREX common block for each discrete
customer premises. This provision applies to both retail and reseller customers, and would
mean that a customer with multiple locations (for example a bank with several branches)
would no longer be able to have a single CENTREX common block. Instead, each location
would have its own block, and 5-digit calling would only be possible within the branch
(unless direct connections are established - see below.) Calls between branches would

require 7-digit dialing, and would cost the standard per-call rates. Multi-line discounts

! A CENTREX block is a switch function which segregates and identifies all the numbers belonging to a

particular CENTREX service. Customers in the same block have similar numbers, and abbreviated dialing within
the block is usually available. The State of Wisconsin has a CENTREX block, incorporating the 26x-xxxx numbers.




would also apply on a per location basis, as in the TDS tariff. The Ameritech tariff exempts
airports, education, government, hotel/motel, and health care customers from this provision.

Ameritech has stated that this change is intended to make the price of CENTREX
service match more closely the costs of its technological competitqrs, namely advanced,
multi-line customer premises equipment (CPE) like PBXs and key systems. Since such CPE
serves only single locations, the cost benefits of PBXs and key systems accrue on a per
location basis. It is also intended to prevent intercom calling (free CENTREX calls) between
unaffiliated customers.

The second change proposed by Ameritech is an increase in the nonrecurring charge
for establishing a CENTREX common block. When combined with the above requirement
that each location have a separate common block, this means that the resellers must pay this
charge each time they acquire a new customer. The current nonrecurring charge is $130 for
small blocks. The new rate, which will not go into effect until January 1, 1997, is $600.

The third change is to prohibit direct interconnection of unaffiliated CENTREX
systems. Direct connections originally were used to link CENTREX common blocks to
allow intercom calling between customer locations in different exchanges. Direct
connections can also link CENTREX common blocks in the same calling area: for example,
the bank in the above example could link its branches with direct connections to allow
intercom calling between the branches. This provision was intended to prevent resellers
from using dedicated lines to connect CENTREX common blocks in separate cities, thereby
avoiding toll charges for calls between the customers served by those blocks, but, as worded,
prevents all interconnection of reseller customers. Retail customers could still purchase

direct connections to avoid toll charges or to allow intercom calling.




The fourth change made by Ameritech is to add the following paragraph in several
places in their tariff:
The customer shall not assign or otherwise transfer its rights or
obligations under any CENTREX contract without prior written consent of
Ameritech. Such consent will not be unreasonably withheld or delayed. Any
provisions to the contrary found elsewhere in this tariff are superseded.

Ameritech contends that this type of language is a standard feature of contracts in other

markets.

Staff Analysis of the TDS Tariff

Staff does not object to the TDS proposal to eliminate individual contracts for
CENTREX service, if handled in a nondiscriminatory way. Individual contracts require
individual negotiations for each customer. A standard price list simplifies order taking for
both the customer and the company’s sales representatives. Further, as shown in the
05-TI-137 docket, individual contracts require additional training and oversight on the part of
management. Since CENTREX has become enough of a commodity for TDS that the
company has adopted standard pricing guidelines, and since the options available in the tariff
allow customers to customize their service, it makes sense to tariff these prices, thereby
avoiding the overhead costs of contracts.

Staff does not agree, however, that eliminating the ability to aggregate multiple
locations is a reasonable change. In docket 05-TI-137, Wisconsin State Telephone
Association (WSTA) witness Dennis Pickett testified that being able to serve multiple
locations cheaply was one advantage of CENTREX service (Tr. pgs. 30 and 50.) The

requirement that discounts be calculated separately for each location eliminates much of this

advantage.




The following chart is taken from the Badger Telecom. Inc., tariff. Like the other

TDS tariffs. the first price is set in relation to the rate for single line business service in the

exchange, while the other rates are based on a standard set of term and volume discounts.

2 35.60 34.80 33.90 33.10 32.20 31.40

3-5 27.10 26.20 25.40 24.50 23.70 22.80
6-15 21.40 20.50 19.70 18.80 18.00 17.10
16-25 15.70 14.80 . 14.00 13.10 12.30 11.40
26-50 14.30 13.40 12.50 11.70 10.80 10.00
51-160 12.80 12.00 11.10 10.30 9.40 8.60
100 + 10.30 9.40 8.60 7.70 6.80 6.00

This table shows how significant the volume discounts can be.

The primary effect of this change is to prevent resellers from profitably marketing to
smaller customers. Telecommunications resellers have always operated by committing to
large volumes and long terms, on a take-or-pay basis, and operating on the resulting
discounts. The proposed change would eliminate any chance of such volume discounts, and,
because thevlong term contracts are location specific, also prevent the resellers from
mitigating the risks of long term contracts by spreading them over a number of customers.
The clear effect of this change is to make CENTREX resale uneconomic and, therefore,
impossible. As such, the change is an unreasonable restriction or limitation on resale, and is
contrary to s. 196.219(3)(j), Wis. Stats., and 47 U.S.C. § 251(b)(1).

TDS has proposed reducing rates for all customers whose contract rates are above the

tariffed rates. Staff has no objection to that proposal. However, TDS has also proposed




grandparenting all existing contracts where the contract price is below the tariffed rate.

While that proposal keeps customers from facing rate increases, it harms resellers. Unless
resellers are allowed to obtain these grandparented prices, grandparenting will create a body
of customers for whom resellers cannot compete. Even if the Commission were to mandate
a fresh-look period, resellers would still be unable to compete, since they would have to
compete based on the new, tariffed rates - rates higher than those the grandparented customer
would pay. The only reasonable approach to this problem is that recommended by both
Ameritech and several potential resellers: allowing all resellers to obtain grandparented rates

when serving a customer eligible for that grandparented service.

Staff Analysis of the Ameritech Tariff

The requirement that separate common blocks are required for each separate customer
location, coupled with the increase in nonrecurring charges, has the same effect on resellers
as the TDS requirement that all discounts be calculated per iocation: it prevents resale by
eliminating any economies of scale available through aggregation. As such, the change
means that resellers.cannot aggregate discounts, then it is an unreasonable restriction on
resale, as described above. In Ameritech’s case, however, the federal law mandates that
Ameritech offer wholesale rates, at a considerable discount, to resellers. The Co@ission
needs to determine whether this discount can be considered a substitute for aggregation and
volume discounts. If so, then resale is still economically possible, and the requirement of a
separate CENTREX common block per location would not constitute a barrier to resale.

Even if the Commission does make that determination, the increase in the
nonrecurring charges associated with establishing common blocks creates a significant barrier
to resale competition. The $600 charge is considerably above both the cost of providing the
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service, and above the level the Commission would have set under traditional ratemaking
procedures. The large up-front cost imposed by this change seriously erodes the resellers’
margins. Moreovér, it increases the risk factor in CENTREX marketing. Since the reseller
will have to recover that nonrecurring cost over the life of the contract, and since
Ameritech’s rates provide a de facto price ceiling, thus limiting the speed of recovery, the
reseller will have to be sure of keeping each customer for a longer period of time. This
increased risk may make it uneconomical for resellers to market to smaller customers.
Ameritech, since it receives the revenue from this charge, has an incentive to increase
customer churn in order to maximize the surplus from this nonrecurring charge. Ameritech,
by inflating its nonrecurring charges, is decreasing reseller’s margins and increasing their
risk, thereby creating a barrier to effective competition and to resale of CENTREX services.
This should also be considered an unreasonable restriction on resale.

Ameritech has argued that separate common blocks are required to prevent intercom
calling between unaffiliated customers. Ameritech’s prior tariff had included tariff
provisions prohibiting such calling, and allowing for a number of actions, including
disconnection, for customers who violate the tariff. Further, Ameritech has shown no
evidence that intercom calling among unaffiliated customers is, or will be, a problem.
Further, staff sees no reason why such intercom calling would occur: the customer must use
special dialing to place an intercom call, and would have no reason to expect such dialing to
work when calling a number for an unaffiliated company or person. Even if intercom calling
among unaffiliated customers were a serious problem, it would not justify the greater harm
inflicted on competitors by Ameritech’s "solution."”

The prohibition of direct connections for unaffiliated customers is clearly a direct
prohibition on resale to certain types of large customers. Under the revised tariff, the bank

. 8




could purchase direct connections to allow intercom calling between the branches. so long as
the bank purchased the service directly from Ameritech. The reseller could not provide the
same service, since it could not directly coﬁnect the bank’s locations (nor combine them into
a single common block) to allow intercom calling. Likewise, a customer with offices in
Milwaukee and Sheboygan could use a dedicated line to avoid toll charges for call between
the two locations if it purchased the service from Ameritech, but a reseller would be
prohibited from offering the same service.

The fourth change proposed by Ameritech is to include language requiring approval
by Ameritech of any transfers of rights and obligations of CENTREX contracts. It is staff’s
opinion that this language does not appiy to the relationship or contracts between a reseller
and its customers. Instead, it would only apply when a CENTREX cuétomcr (either a direct
retail customer of Ameritech’s or a CENTREX reseller, but not a CENTREX reseller’s
customer) would be bought by, or merge with, a third party. In that case, the rights and
obligations of the CENTREX contract would pass to that third party. Ameritech appears to
be within its rights to exercise such a provision, provided it is enforced against all its
CENTREX customers, whether those customers are retail customers or resellers.

Ameritech has also proposed grandparenting all existing customers. In Ameritech’s
case, this includes some resellers who currently have CENTREX common blocks which
serve multiple locations and multiple customers. Ameritech proposes grandparenting those
blocks. This means that resellers could continue to add new customers and locations to those
grandparented blocks. If the common block per location chtriction is allowed to stand, these
resellers would have a major competitive advantage, but fil‘alt advantage would result from
their having entered the market early, not from discrimination on Ameritech’s part. The

Commission would, if it allows the separate common block requirement to stand, have to
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decide whether to allow these resellers to retain the service for which they contracted. or to
eliminate this advantage in order to "level the playing field." A third option, again assuming
the Commission were to allow the separate common block requirement to stand, would be to
allow grandparenting of existing contracts for all existing customer locations, but to require

that all new reseller customers be placed in separate common blocks.

Potential Impact on the Checklist Docket

The Ameritech tariff changes may have a bearing on its request to gain entry into the
interLATA market. That reqﬁest is being addressed in docket 6720-TI-120, and is not at
issue here. However, in order for the Commission to advise the Federal Communications
Commission (FCC) with respect to the Ameritech request, the Commission needs to be
satisfied that Ameritech has met the conditions in §271(c)(2)(B), often referred to as the "14
point checklist.” Item number 14 is "Telecommunications service are available for resale in
accordance with the requirements of sections 251(c)(4) and 252(d)(3)." Section 251(c)(4)(B)
states:

(B) not to prohibit, and not to impose unreasonable or discriminatory

conditions or limitations on, the resale of such telecommunications service,

except that a State commission may, consistent with regulations prescribed by

the Commission under this section, prohibit a reseller that obtains at wholesale

rates a telecommunications service that is available at retail only to a category

of subscribers from offering such service to a different category of

subscribers.
As discussed above, the modifications to require a separate CENTREX common block for
each customer (coupled with the increase in the nonrecurring charges for common block
establishment) and the prohibition against direct interconnection of unaffiliated common
blocks have the effect of, and should be considered, unreasonable prohibitions on resale of

CENTREX services. As such, they would violate 47 U.S.C. § 251(c)(4)(B). If they remain
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unchanged, they would constitute a basis for the Commission to recommend denial when it

advises the FCC on Ameritech’s request for interLATA relief.

Staff Recommendation

Provisions in both the Ameritech and TDS tariffs violate the provisions of s. 196.219,
Stats., and §§ 251 and 252 of the federal Act. The TDS tariffs have not yet been placed on
file, so the Commission should deny those tariff filings, and allow TDS to refile those tariffs,
at its own initiative, after removing the anti-competitive options. The Ameritech filings,
becausé of the different regulatory framework which applies to Ameritech under state
statutes, have gone into effect. The Commission should direct Ameritech to file amended
tariffs removing the unreasonable restrictions on resale, either by eliminating the common
block requirement, or, if the Commission finds that the wholesale tariff allows resale, by
reducing the nonrecurring charge to bring it in line with the economic cost of the service. In
either case, Ameritech must eliminate the prohibition against resellers purchasing direct
connections when those customers could purchase the service at retail.

A letter to that effect for each company is attached.

RSC:PRJ:reb:h:\SS\CMEMO\CENTREX3.MEM

Attachments
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Ms. Mary Joanis
Docket 05-TI-143

Page 3

Notice of Appeal Rights

Notice is hereby given that a person aggrieved by the foregoing
decision has the right to file a petitior for judicial review as
provided in 5. 227.53, Stats. The petition must be filed within
30 days after the date of mailing of this decision. That date is
shown on the first page. If there is no date on the first page,
the date of mailing is shown immediately above the signature
line. The Public Service Commission of Wisconsin must be
named as respondent in the petition for judicial review.

Notice is further given that, if the foregoing decision is an
order following a proceeding which is a contested case as
defined in s. 227.01(3), Stats., a person aggrieved by the order
has the further right to file one petition for rehearing as
provided in s. 227.49, Stats. The petition must be filed within
20 days of the date of mailing of this decision.

If this decision is an order after rehearing, a person aggrieved
who wishes to appeal must seek judicial review rather than
rehearing. A second petition for rehearing is not an option.

This general notice is for the purpose of ensuring compliance
with s. 227.48(2), Stats., and does not constitute a conclusion
or admission that any particular party or person is necessarily
aggrieved or that any particular decision or order is final or
judicially reviewable.

Revised 4/22/91




Public Service Commission of Wisconsin

Cheryl L. Parrino, Chairman Jacqueline K. Reynolds, Executive Assistant
Daniel J. Eastman, Commissioner Lynda L. Dorr, Secretary to the Commission
Joseph P. Mettner, Commissioner Steven M. Schur, Chief Counsel

Ms. Mary Joanis

Directory Regulatory Affairs
Ameritech Wisconsin

722 N Broadway, 17th Floor
Miwlaukee, WI 53202-4396

Re: Investigation of Tariff Provisions Affecting 05-TI-143
Resale of CENTREX Services and CENTREX-like Services

Dear Ms. Joanis:

At its open meeting today, the Commission determined that several provisions of the recently
filed tariff on CENTREX service constitute unreasonable restrictions on resale. As such they
are contrary to both s. 196.219(j), Wis. Stats., and 47 U.S.C. § 251(b)(1). Specifically, the
Commission found the requirement that each customer location must have a separate
CENTREX common block to unreasonably restrict resale of CENTREX service. The
Commission made similar findings with regard to the increase in the nonrecurring charges, to
establish a common block when combined with the requirement of a separate CENTREX “
common block for each customer, and with the prohibition against direct connections

between unaffiliated customers.

Ameritech is hereby directed to file revised tariffs, within 30 days, eliminating these
restrictions. This letter order is issued under the Commission’s jurisdiction in ss. 196.02,
196.26, 196.28, 196.219, 196.39, 196.395, Stats., other provisions of chs. 196 and 227,
Stats., as may be pertinent hereto and the provisions of 47 U.S.C., § 251, as applied by the
Commission under its jurisdiction and discretion in ch. 196, Stats.

610 North Whitney Way, P.O. Box 7854, Madison, WI 53707-7854
General: +608) 266-5481 Fax: (608) 266-3957 TTY: (608) 267-1479
Home Page: http://badger . state.wi.us/agencies/nsc/
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If you have any questions on this matter, Please contact Peter R, Jahn of the Commission
staff ar (608) 267-2338.

By the Commission.

Signed this _§ G day of M/?&_

LLD:PRJ:reb:g:\tele\ss\lorder\centrex, wbi

cc:  Records Management, PSCW
Service list of docket 05-TI-143

See attached Notice of Appeal Rights
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Notice of Appeal Rights

Notice is hereby given that a person aggrieved by the foregoing
decision has the right to file a petition for judicial review as
provided in s. 227,53, Stats. The petition must be filed within
30 days after the date of mailing of this decision. That date is
shown on the first page. If there is no date on the first page,
the date of mailing is shown immediately above the signature
line. The Public Service Commission of Wisconsin must be
named as respondent in the petition for judicial review,

Notice is further given that, if the foregoing decision is an
order following a proceeding which is a contested case as
defined in s. 227.01(3), Stats., a person aggrieved by the order
has the further right to file one petition for rehearing as
provided in s. 227.49, Stats. The petition must be filed within
20 days of the date of mailing of this decision.

If this decision is an order after rehearing, 2 person aggrieved
who wishes to appeal must seek judicial review rather than
rehearing. A second petition for rehearing is not an option.

This general notice is for the purpose of ensuring compliance
with s. 227.48(2), Stats., and does not constitute a conclusion
or admission that any particular party or person is necessarily
aggrieved or that any particular decision or order is final or
judicially reviewable.

Revised 4/22/91
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